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Reagan, HaiiingRééord
Sees U.S. as ‘On Mend’

Continued From Page 1

" cent cut made in his tax reduction plan

would have no major effect on his eco-
nomic recovery plan.

Back then, Mr. Reagan himself had
hailed the enacted program as. proof
that ‘‘more cooks were better than

one.” He told Congressional supportérs,
“Wa 'vé got to prove that what we said
about it i$ true — it’ll work.”

The two-year summary issued today,
subtitled “A Review of Accomplish-
ments,” said President Reagan had
succeeded with ““the driving force of his
vision for America.”

“Acting forcefully and fanrly," the
President’s review declared, “‘Presi-

rates, excessive s regula-
tion, Ronald Reagan kept important
promises to the American people.””
In his self-assessment at the
House, the President contended that
ﬁlexsxstent recession marking much ot
s tenure was inherited, in effect, be-
cause the nation’s troubles turned out {6

B o T i
sc in i office.
“My biggest is that because

;hlgh ac‘cumulalted lamages pzlxe: up so
for so long, put erica’s
house in order has beet:rnaa tough and
inful task,” Mr. Reagan said at a
rief televised news conference de-
signed to focus on his claim of success.

Satisfaction With Course

In fielding ‘reporters’ questions,
President Reagan was asked whether,
})ec e would have done any- | g¢
dxl tferently in the last two years,
oons ring the economy”: s resistange to
ctllae rewvery that he has I ?pe

aiming.

“We tried very hard," he replied. “I
think in a compromise, all in all, we did
get a goodly share of what we asked.
But I can not think of any place where
we would have changed courses

In a separate answer, however, he
complained that “‘we never did get in-
tact what we ght was a well

mic plan.” He said

t.he Admlmstratmn “had to give way”
ta Congress in its hopes for reducmg
nss in social spending and tjng

W!nle Mr. Reagan’s original budget
snccessa m 1981 in reducing s

bailed b by
media as akin (o a “revolution,” the
President made no such claim in look-
ing back.
Critical View on Economy
““We did not get the tax incentive pro-

ram intact,” he said, impl that the
gxpeclcd m'xpact on the ec%my m?

, accordingly suffered, In analyzing the
i« repessiony xe also Stressed lgiat the Ad-
‘ mmis(ratum "had tml" over

intaining es that
“w&re rsspon:%gs for ths step off the
clif

“I can not say that this recession did

"can,” assailed

not beg:m Ln July of ’81,” Mr Reagan

conceded. ““This recession had: been

comms on for several years, and gradu-

:;11{ growing worse, as we were able to
about in the campaign.”

As a candidate, Mr. Reagan.
promised that the Federal budget
would be in balance by 1584 But earuer
this week, as he pi
and dealt with record high deficit in the’
$200 billion range, Mr. Reagan spuke of
a balanced budget as a Fsonal
dream.” In contrast to the earlier
promise, he now is focusing on {ryingto!
contain er deficit mcmases |pro-

jected into the future, .

The President’s two-year summary
acknowledged that “‘grave problems of
unemployment remamed anda deep re-
cession had driven up Federal budget
deﬂcm (n levels that demanded fresh
att: Part of the President’s re-
vamped budget plan reportedly will be
“‘contingency”’ tax increases to reduce
future deficits.

“When You're Having Fun’®

In his own verbal reassessment, Mr.
Reagan laced his comments with good
cheer, beginning his review with the ob-
servation, “Hnw time flies when you're
having

At the rally of pany loyalists who
took time off from their Government
jobs, Interior Secretary James G. Watt

warmed the crowd up with an exhorta.

tion that instantly brought them to theu'
feet, chieering, applauding and offering
rebel ity

“‘Let Reagan be Reagan!’” Mr. Watt’s
cr¥ rang through the hall, in obvious

reference to conservative wmplamts
t_hat Mr. Reagan was being gu:
rously by moderate adwsens

'l*ne Presidént, who seemed visibly
excited when a giant American flag un-
furled from the ceiling, called for per-

sistence from his workers He quoted
the verse of Robert H

“Sodon’t bea p\kerold nﬂ

Just draw on your gfit; it's so easy to

w’s the keeping -your-chin-up that’s
hard.”
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President Reagan and f the Cabinet the Marine Corps
band at a rally celebrating the middlé of his term in office yesterday in Cone
stitution Hall. Wlth the President were, from left, samuel R. Plerce Jr., "

Housing and Urban Development, Raymond J. Donovan, Labor; John R, -
ture; William French Smith, Attorney General Donald T.
ice President Bush, and George P. Schultz, State Dem. —

Block, A,
Regan, Treasury;
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‘The New York Ymu/l't-ml Zabala

Reagan Said to Seek Contingent Tax Rtse if Needed to Trtm Def' czts»\

Continued From Page} . include a flat income tax, replacing the

present graduated income tax.

A flat tax would lower the tax rate for
individuals — J:ossnbly to less than 20
percent from the current rates, which
range up to 50 percent. But a flat tax
also wou!d eliminate most of the deduc-
tions that taxpayers now use. Another
possible approach being considered by
the President, his aides said, is an in-

the Presldent to send’to Congress on
Jan.3

Separately, Presidem Reagan said
today that he was considering a major
restructuring of the incoine tax system
with the aim of broadening and simpli-
fying it. Aides said his proposals might

L

| Attack on Legal Services Cited

Spectalto The New York Times

WASHINGTON, Jan.'20 — A former
director of the Legal Services Corpora-
tion whose nomination to the agency
was later withdrawn by President Rea-
gan today denounced the Administra.
tion's efforts to abolish the a#ency

e former director, Howard H.
Dana Jr. D who descril

(’pegch delivered ' t
reater Boston Le;

conservative, Ronald
the President’s counse-
lor; Edwin Meese 3d, for his “sneak at-
tack” on the corporadon which distrib-
utes Federal money to prwlde legalaid
3 peop[e in civil ca

Dana, a lawyer fmm Portland,
Maine, sed dismay with the
mmistxauon s attempts to dismantle

Ad- | tors had been toa sympathetic to legal

came tax based on what people spend
rather than on what they earn,
Complaining that the current tax

tem is too complicated, the President
said at an impromptu news conference
that it was a top priority “to have a tax
sys tem that the people can under-
stand.

the agency. He did not criticize the The President’s remarks, made in

Presi lent dxrectly, reservmg his re.
Meese,

‘marks for Mr. Mr, Dana did not the White House briefing room, were
I his first acknowledgement that such tax

:ﬁt'%:;lm e Megse's “'soeelk ot reform is under consideration. But both
Anson Franklin, a White: House | White House and Treasury officials

spokesman, said today that Mr, Danal havesaid Lhat roposing such a restruc-

s riate,” mnng a key theme in the

{ﬁ::aigk: 1{'}2;:9 v:na x}‘::v: tneg President’s State of the Union Message
next week.

Mr Reagzn appointed Mr‘ Dana to an | omcmls said that the cgntmgency tax

interim posf on the 11-member board in }7“7 intepded to raise about $135 billion

December 198F amf later nominated 1980 through 1988 would include in-

him to a full termi The President with- |,
drew Mr. Dana’s nomination late last
after Wl'uw House: aides' com- |and a rge
phined that Mr. Dana and other dirécs |the ﬁnal decision on detaxls. one key of-
dcial sald, has not been
Ong

made.
aid lawyers. fficial said the President plans

*
to contend that strong economic growth
bétween now and the.fiscal year 1986
could mean there would be no need for
the tax increases. But the official said
the budget !pmections do ot assume
that the deficit will get down to about | ¢
$100 billion in the fiscal year 1986, so the
faxes we be triggered into effect.
The $135 billion £n added revenues ,
which the Administration will ask Con-
gress to approve this year with the trig-

er mechamsm, “ist] e key” to demon-

ing and $10 bllhon to $12 billion of sav:
ings on Social ty, mcludm; asixa
month delay in “;; cost-of-living in-

creases now scheduled for next July 1
There are also proposals for a freeze on
jan and military pay increases,
scheduled for Oct. 1, 1984, and con-

.
H
3

3 impromptu news conference,
me Prestdent declmed to comment on-. x

strating that fu d will decline, | hi
the official said.

The President’s top economic advis-
ers have argued that it i3 necessary to
show deficits decli sharply to as-
sure the financial markets that 3 con-
tinued decline in interest rates will not
be prevented by ballooning_deficits.
Low interest rates are considered es-
sential to economic recovery.

Officfals said the President had al-
reat;l‘gut together a package of spend-
luctions for the fiscal year 1984 of

about $43 billion to $50 billion.. That
that year’s budget deficit to

abou\ nss%ulmn according to the Ad- [ the

ministration projection. . -
Among ifie key iteins in the

ckage
were $25 billion to

billion of domes-

tic cuts in proj outlays for such do-
mestic programs as housing, Medicaid
and food stamps, $8 billion of reductions

in projected qutlays for military spend-

year, 1984 But he said ‘[ can tell you
that our budget will be laur and realistic _
and will pave lhe > way fora strong, sts- 3
tained recove:

The proposal for tax restruct: is
one of the three separate tax declsloﬂ! P
under consideration in the 1984 budget . ¢
process.

‘The tax rest
thing for the luture
in any of the budget project:ons this
year, officials said. Assumption of ap—
proval of tax restructuring, with a ﬂat
rate tax, a consumption or spending
or a combination of both would auuw
Administration to broaden the tax '

Tevenues whﬂg

Iowenng tax rats
Martia . Feldstein, chairman of the
President’s Council of Economic’Advis-
ers, suggested in a speectz Wednesda
night a pending
approach on taxing of personal u}

Following is a tmnscnpt of President Reagan’s news conferenca in Wash-

ington yesterday, as recorded by The

New York Times through the facilities of

Cable News Network:
OPENING STATEMENT
Well, as séme of you ay know, And now, let's look ahead for a mo-
marks the secol vemry ment as we enter our third year. I see

" toda;
of Admnn!stradon Huw time flies
‘when you're havi;
Alot can Imppen in two years, Ji ust
00!

back, lguess my greatest
satisfaction is the conviction that a
countr{ that was skid
ously in

the world and, even worse, losing laxth
mltsvwnmmrehasbeenset
right course

We've begun to undo me damage
that the overtaxing, ove
averre ating binge of t)te m's an&
23 inflicted on the American way of
life,

And we’ve made America respected
in the world again.
My biggest regret is that because
the accumulated damags has piled up

so high for so long, putting Ameﬂca s
houaeg“m order has %:en
task.
1 rememl|

ohn K
that when he came mto ofﬂca the
thmg that surprised him most was to,
that things were just as bad as’
he‘d been saying they were.
Inmy case, the b!ggﬂumrpﬂse was
finding out that they were even worse.

Anditsarealhumantraged that

an American economy and an Amer-
ica on the mend, Neéarly every eco-
nomic indicator shows us heading into
recovery. The same economists who
were arguing a few months ago about
how much wo: guitge ;crmomy wvurl‘d
t are now arguing how strong the
ggcwery is going to be. And I think
that’s a step in the right duecxinn
We've reached a bipartisan compro-
mise to save the Social Security sys-

. tem and our efforts to strengthen our

security and build a more peaceful
world through arms reduction negoti-
ations thh the Soviet Union and

helping the peace process in
ddlo East and other world trou-
ble spots are in mu sw

process of
mak&g final budiet decismns I'm riot
here to leak any details, but I can tell
you that our budget will be fair, reah&,
tic and will pave the way for a st
susiained recovery. And so I 5:3,

for all our tnmbles. midterm finds this

Administration and this country. eg. .

tering @ s§ason of hope.

Now, unless someone’s gomg to
bring out a cake with two candles on
it, well, fhst 1 just want to show you
when to be distributed.
Thisis a record.

review that will be distributed to
all of you of what has taken place apd
what has been accomplished in the
Government in these twg years.

And now I think it’s time for ques-
tions, But, again, I'd like to suggest
that we get started on whatever the
first question is and get started on that

subject. That may be a uttle more or-

uﬁ rlngf the I‘? “:da)x' ?ar(: sm} derly it we said, well, 0.K., anyone

suffe for itical mistakes of , 0.K,

e past that we ve finally started to Gam turther quesﬂvns on that subject.
QUESTIONS AND ANSWERS

Problemsin Office

Q. Mr. President, you pointed out
the high points of your first two years.
What are the low pvlnu? Does the fail-
ure, economically, of the budget not to
grab hold, the deﬂcxts, the high

ploy , are you re-
sponsxb ity for those as well?

A, Well, 1 would think some of the*
disappmntments have been that in the

process. We never did get, intact,
what, we thought was a wi

out economic plan. We had to

way with regard to a limit on spen m;
in many areas. We've never gotten ag

much aih we asl:ned fo‘r there, We d[ﬁ

not @ tax incentive program

tactgz'nd with pact that we

thou;ht it would luve on tha economy.

As from 30 percent, for example, in
that one phase of the income tax to bo

3.; e and the
t has to tne placeinthe leg!smxvn

putin
ary of 81 to have not, get oﬂy hllf of
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that installment md xi duwn the the 10 principles — ding pnnciples
lmomoctoberand of Communism. And they’re all there,

The things of thig kmd 1 think That promises are like ple crusts,
soms over which we 'have made to be broken. And he went ri t

trol would be maintaining of t.he hi

t on down
interest rates for so long when.

pulled d from the sedl‘hlu lm ?ess:gem —— I
lown from t joney ups: ¢ u: s, 1 quoted thig two years ago,
surge of the 80's, Wl h?reape‘wetu’;t He said that the Soviet Umo¥1 believed
the interest rates to the point that I~ that the only morality was that which
think they were mpons:ble for the luxth red the cause of world Social-
step off’ the cliff. m. That they recognized no other
can't say this recession did not nmmoruh
begmmJ‘quo! '81. This recession hag va, then, I said I'd rewgmzs

n commg on for several years and

gg yowmﬁ‘ orse, as wa werg ¢ 2 Cuuldl have a followup on that?
le to talk bout In the campaign.

Because 1 asked that question,

:  the question, , Was, ‘Mr.

Hindsight on Performa.nce - 0 ihe quest you‘wehlym was o,
ly want a true détente or are they
after world domlnaum? What do you

. Mr. President, knot
do now, this is re'auy a [?naudnble] i

- question. I3 there anything ‘ their
yourself as President, woqld hav ght there wag something in
done differently in those two years, thereaboutt 1st.

the knowledge o! the econm

+ Q. Two years later, sir, what is your
th:t you're now ex What would

‘assessment now? you say
today to th,at questivn?

count, But, nn, we trled very hard an A We 51 ing to continue because
I'think that the e, I think in‘a comprg- ¥ we believe at the Soviet Union has
mise, all in all, we did get a some problems of their own that have

share of what we asked. but I can't ; to be resolved, in these negotia~
think of lace where we Id'va : tions that are going on, we think that it
changed courses drastically ¢ would eir interest as well as
mns That's wh) ws are so hopeful

13 2 can
Approach toR . gained here, tha: Lhey cannot go on
. Mr, President, do you wishi now; a per-

jown the road they’re dgniru

tual arms race. An we have,
thnqisoneuithethmg;thataninwn !
nection with their own arms race. It |
ives us a leverage that has brought
em to the table inthe ﬁrst place.

Now, we know that the thing they
don’t want, above all, is the placement
ofa deterrent to thenr 58-20 missiles in

urope. laim that the, ta con-
tinue to stami there with them having
enough warheads to hterally wipe out

rs, I think, many observers think,
that you've been in a push-pull situa-
tion. One day in bondvn tal about”
acrusade for freedom, the next day as; .
in Bonn, talking about accommodas, -
tion with the Soviet Union. And justy,
this morning, the Soviets are saying:/

t they will break off the armg rie- !
gotiations if we go ahead with our mls. every population center in Western
sile deployment in Europe, Where do. x Eums:! with ng deterrent on our side,
we stand there with thie Soviets? 1 and the NATO allies ze this,
. A. Well, Sam, let me osymarmedi- and we have said, at their request,
or{es a bit, In that ﬂrs press confery} that we will gmvide a deferrent. But
ence across the street, the question:} we hava said it'd make a lot more
that was asked uf me was wnth gaxdr sense if we simply, rather than two
to my personal trust ! sides. facing each other jherq with

these missiles poised at each other, if
we slmply went to a zero option. Now
’'ve agreed halfway with that,
ey want ug to remain at zero and
ey're willing to trim a few of their
warbeadx if we will, Leslie.

said egfm en;sg;/es T r:gk they res’

serve €58 its tO I

e e TE erd s gsw ' Arms Negotiations

est and so forth, if rt f\mhered the!” Q. I have two questlom One s —
caus of Socialism. Now, just the:: you seem to be saying that you do niot

other dly one am somewhe}

has ten and oﬁx&?med on i
andhas uoted the 10 commaridments,
of Nikolai Lenin, that he'd printed as.

trust the Russians at the negothu.ng
table. I mean, are you saying gou

A. No, no. At a negotming table,
Lhey 've got to make proposals which

Cu

e

we can men counter and we k
negotiating, This is a little bit like
gling over the prloe

Q. The pie crust. A, What?

Q. The pie crust. You re saying .
A, Well,
2 Q

A, Ah but now, this is why the most
important part in arms ne;
from our side, must be verifiable, Ws
must both agree to thé right of each
side to verify that the other is doing
what is said.

Zero-Zero Proposal .
, there is some

ag-

they make promises that you'

trust Lﬁ’at Kou uild into this. Is
(here my xibility in your zero-zerq

m The trouble is if I answer that,
then I'm getting into what I said I
wouldn’t talk about the other day. You
can't.talk openly about strate,
tactics. We have said, and we stic! to,
we have said that we belleve the best
solution for both of us- is zero-zero,

both sides, but we have said we also,
we will llsten to and negotiate any fair
pmposa § that are made.

This is beyond negotiating at the
table. It 's become a public relations
propaganda campalgn that lhe Rus—
sians are wa, urope. Do
mtwantto)umpinandgetinth

2 ganda and answer the
Sn“k?eatsto thept\lalgl?c?

Yes, the answer to that is not
p! anda. It's public relaitions.
‘There 18 no question. Their goal is that
whatever they do, they do not want us
to implement the plan of placing even
one of those missiles in European soil.
And we are just as determined that wa
are goir? tq stay on schedule with
that. And, when I say it’s public rela.
 tions on our part, it requires us to re-
'mind those people that are hearing
this propaganda both herg and in Eu-
rope that what the Soviet Union is de-
manding is the right to maintain
enough intermediate-range nuclear
warheads to literally, as I say, hit
evel ulation center in Europe,
But lon’t want a single weapon of
a deterrent nature to be there on the
other side. And when the le real-
ize that I think iving in

those population c nten ars going to

have something o say.

Making Taxes Equltable :

Q. Mr, 'President, 1 know you have
- been t to make taxes more equi-
table, you for the
flat taxes so that the taxes will be
more equitable, that those in the high
brackets don’t have to pay for every.
body else continuously as is now the

case, while some in the luwer brackets "
arenot paying their share B
A. Thank you for frammg the ques- 7 ;
tiori that way. Most of the people out ¢
here have been commenting on thata  }'
different way, as if we are making it ** 1
possible for those in the upper brack- - !
ets to do better. We are, thatisa
that is, we've agreed to look at, to -
study, in connection with what we -
think is the top priority in taxes in thm
country, xs to have a tax system that
the people can understand. Our in-

-t
'
l
come tax has become so compllcated .
that vmualgmm one can handle their - »
own tax affairs. And in looki; ing at that § |
we're going to look at that, We're look- ¢
ing at all kinds of other thinf: We've |
made no decisfons as yet. Helen? »ew
- 5
Report on Missile Talks - -

. Q. Mr. President, were you confirm.
ing the rts that the Soviets have
threatened to pull out of Start if we de-
plm the missiles and I'd like to know, -
ey do, what are you going to do
aboutit?
A. We Have only heard that as a
rumor. We have ng report that that is
an official demand of their negotiat: ~
ng hsgottoget backintothis rodm

Indexing Income Taxes

%‘ Mr. President, quéstion on taxes.
1f the Congress tries ta repeal the in-
dexation of income taxes, one of your
lavorite plang. Will you vetosuchare- &

A ! am determined that the twore- '
maining tax cuts of our program will N
be put in place. That is the 10 percent

in July and then the further index-
ms to stop Government from making
a profit on inflation because when
Government does that it becomes too
tempting to Government to do the
.thmg; that create inflation.
ank you, Mr. President, unles$ *
you want togoon.

Becoming a Moderate

Q. Have you really gotten to be too
much of a moderats
. We're going to do this more often.
Therell be another chance, I'll tell
you, the next time I promise you I'l ?
stan at the back of the room and an-
swer the questions coming down this :
way instead of the other way around.
But his question was am I concerned |
about g identitied ag looking too : E
much like a moderate. I have to say
you must be doing something ri
when you're ge\ting rocks thmwn at
'you from both sides.
Q. Thank you.

- .htl<u;n;\4n ISTEET LY
ey
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